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MINISTRY OF FINANCE 

ECONOMY COMMITTEE 
Government of India 


New Delhi, the 2 6th March 1949. 

From 

G. S. BAU, Esquire, 

Secretary, Economy Committee, New Delhi. 

To 


The Secretary to the Government of India, 

Ministry of Finance, New Delhi. 

Sir, 

B sport of the Economy Committee on the Ministry of Industry and Supply. 

I am directed to forward herewith the report (with two spare copies) of 
The Economy Committee on the Ministry of Industry and Supply. 

2. The recommendations in the report have been made after detailed 
discussions with the officers of the Ministry, who have had an opportunity 
to see the report in draft and they represent the limit to which the Com¬ 
mittee has considered it possible to meet the views of the Ministry. 

3. A copy of the report is being sent direct to the Ministry of Industry 
and Supply. 


Yours faithfully, 
G. S. BAU. 




THE MINISTRY OF INDUSTRY AND SUPPLY 


The Ministry of Industry and Supply, as at present constituted, ia 
entrusted with the following functions:— 

(1) Organisation and Development of Government industries and the 

management of Government factories. 

(2) Development of industry through private enterprise. 

(3) Procurement of stores other than foodstuffs required by Govern¬ 

ment. 

(4) Coal—Production, grading a\id distribution. 

(5) Salt—Production aud distribution. 

(6) Controls of industrial products and of raw material's required by 

industry e.g. control of cotton textiles, iron and steel, paper r 

etc. 

(7) Disposal of surplus and obsolete stores. 

(8) Miscellaneous items relating to industry e -g- industrial statistics, 

patents and designs, standardisation, etc. 

The Ministry assumed its present form in July 1946 by combining 
several activities started at various stages during the war and after e.g. 
of the war-time Departments of Supply created in 1939 to secure war 
supplies, of Industries and Civil Supplies created in 1943 to deal with 
development of industry and for administering the various control orders 
relating to consumer goods and of Planning and Development created in 
1944 to plan and regulate post-war development of industries. Broadly 
speaking, all the functions of the Ministry except procurement of stores, 
manufacture of salt and the working of state-owned collieries have come 
into existence during or after the war. 

2. Development of Industries .—With the advent of a national Govern¬ 
ment development of India’s industrial resources has received a new 
orientation. A national Government must necessarily give top priority to 
the development of the country’s industrial resources by all possible means 
so as to increase the national wealth and to secure its fair distribution in 
order to promote a rise in the general standard of living. Rapid industriali¬ 
sation is also necessary in the interests of national defence. On ;bhe 6th 
April 1948 the Government of India issued a resolution on Industrial Policy 
(Annexure III) announcing inter alia their decision that certain industries 
vital for the country’s defence and for its development shall be the exch* 
sive monopoly of Government and that- new undertakings in certain other 
industries shall only be established by Government though they may seek 
co-operation of private enterprise where necessary in the national' interest; 
and that certain other industries which require considerable investment or 
technical skill, or whose location must be governed by economic factors of 
all-India importance shall be subjected to Central regulation and control. 
Only the Central Government can give the necessary impetus to the indus¬ 
trialisation of the country. We arc generally in agreement with the above 
policy of Government and it wil^ be one of the main functions of the 
Ministry of Industry and Supply to take steps to implement it. 
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3. The Ministry is at present engaged in fostering plans for the manu¬ 
facture by the State of the following:— 

Serial No. Name of Industry Estimated Capital Cost 


Steel 

Heavy Electrical Equipment 
Ammonium Sulphate (The 
Sindri Fertiliser Factory) 
Internal Combustion Engines 
Machine Tools 
Ship Building 

Kadar, Wireless and Singal- 
ling equipment 
Permicilin and Sulpha Drugs 
Telephone Cables 


Estimated Capital Cost 
(in crores of rupees) 

75 

24 


Oil From coal 


(Flan is in preliminary stage) 


Totak 145 


The progress made varies from scheme to scheme and the country's 
resources in money and technical skill will be fully taxed in bringing them 
into operation. Moreover, Government is entering into a field of activity 
of which it has as yet little experience. The country will watch with 
great interest the progress of those State enterprises whose success is of 
vital importance to its* development. While we hope that these ventures 
will succeed, we are also impressed with the need fox caution till the State 
has demonstrated its capacity for efficient management in the industrial 
field. We accordingly recommend that until the above schemes have been 
launched and experience has shown that such State enterprises can be 
managed successfully. Government should not, save in exceptional 
circumstances, embark on the establishment of any other industry as a 
State enterprise. 

4. Bealizing that the ordinary machinery of Government is tot suited 
to run an industry, Government have announced their intention to entrust 
the management of State enterprises* to public corporations. The Sindri 
Fertiliser Factory which is in course of erection, is however, under depart¬ 
mental management and ihe drawbacks inherent in such an arrangement 
are becoming manifest. The repi esentatives of the Ministry have admitted 
that the progress of certain constructions required under Governmental 
procedure to be done through the {Central Public Works Department has 
been rather slow. Because of this and similar other difficulties inherent in 
departmental management, the commencement of production hag been 
delayed by nearly two years. For tile successful launching of jn indus¬ 
trial enterprise it is essential that the planning and construction should be 
free from these disabilities. We recommend that immediately Government 
approve, a project to establish an industry and decide to proceed with it, 
steps should be taken to establish a corporation at the earliest possible date 
to take charge of all future action. 

5. The Ministry of Industry and Supply should ordinarily be respon¬ 
sible for the organisation and development of all State enterprises; but 
recently, certain other Ministries of Government have embarked on 
establishment of industries under their own control. Thus, the Ministry 
of Health is propose g to establish a factory for the manufacture of pre¬ 
fabricated houses. The planning, construction and management of State 
enterprises require a considerable volume of technical skill which is obtain¬ 
able in the Ministry of Industry and Supply. Unless, therefore, there are 
strong reasons to the contrary, all Government factories should he the 
responsibility of that Ministry. An exception to the rule may become 
necessary with regard to certain Defence Industries and the manufacture 
of other specialised supplies e.g. telephones and carrier equipment. 



3 


6. Import and Export Control work. —The Development Wing of the 
Directorate General of Industry and Supply co-ordinates the demands of 
industries for steel, coal, cement etc., and is responsible for the grant of 
import and export licences in. respect of certain articles. It also advises 
the Ministry of Commerce on applications received by that Ministry for 
licences to import and export other articles. The existing division of work 
between the Ministry of Commerce and the Ministry of Industry and 
Supply with regard to the licensing of imports and exports is not rational. 
All import and export licensing work should be the responsibility respec¬ 
tively of the Chief Controller of Imports and the Chief Controller of Exports- 
under the Ministry of Commerce, except where it would be clearly desirable 
that such work should be performed by the Ministry of Industry and 
Supply. The latter type of case may arise where a commodity’s internal 
distribution is strictly controlled and it is necessary to have complete co¬ 
ordination between the imports or exports and internal distribution of 
indigenous production. Iron and steel, coal, cotton textiles and aluminium 
so long as aluminium pool exists, belong to this category. Another instance 
is where licensing ivquire^ a high degree of technical knowledge which is 
only possessed by officers in the Ministry of industry and Supply e.g r 
machine-tools. ‘All other work relating to the grant of import and export 
licences should be transferred to the Ministry of Commerce. It will, how¬ 
ever, be necessary that there should be close liaison in respect of import 
and export policy oetween the officers of the Ministry of Industry and 
Supply, Commerce and Finance and we suggest that this could be estab¬ 
lished by creation of an Inter-Departmental Committee which can meet 
periodically to fix quotas for import or export as the case may be and to 
deal with any other points requiring consultation. 

7. Development Wing of the Directorate General , Industry and 
Supply. —Our recommendations with regard to the establishment of the 
Development Wing of the Directorate-General of Industry and Supply are 
as follows: 

(a) There are six sanctioned posts of Development Officers (of which 
two have been vacant for nearly a year) in the Food Industries 
Directorate which is said to be responsible for the planning and 
development of processed food industries in the country. But 
the quantum of work does not justify the staff employed. It 
was explained by the Ministry that the old Planning and 
Development Department had appointed 5 panels to report on 
the various food industries, that the panels have not yet 
submitted their reports and that the staff would be needed to 
examine these reports when they ar e submitted and to decide 
upon the action to be taken thereon. These panels were 
appointed in the first quarter of 1946 and should have submitted 
their reperts long ago. The representatives of the Ministry said 
that the examination of the panels reports should not take 
more, than a couple of months. We note in passing that food 
industries are not industries which according to the Government 
resolution on Industrial policy are to be subject to Central 
regulation and control. In our view there will be very little 
work to he done by the Centre on these panels’ reports We 
recommend that the panels’ reports should he obtained before 
the 80th April 1949 and decisions taken thereon before the end 
of May 1949 The present staff should be disbanded also by 
that date At cfae Development Officer rauv be retained 

to render assistance to private Industrialist* in this line. 
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(b) There are I wo officers engaged on the development of timber and 

of plywood industry. The Forest Research Institute at Dehia 
Dun is Icing considerable research work on the utilisation of 
Indian timbers and the development cf plywood industry in the 
country and any private manufacturer requiring technical advice 
on the development of plywood industry should be able to 
obtain it from the Forest Research Institute, where there is a 
special officer to assist the public in obtaining technical assist¬ 
ance. Besides, there is already a sizeable plywood industry 
in the country, the production during 1948-49 being over 47*8 
million sq. ft. While there is scope for further expansion of 
plywood manufacture within the country, the appointment of 
officers in the Ministry for the purpose seems quite unnecessary* 
These two posts should be abolished. 

(c) With the establishment of a Silk Board, there is no necessity to 

employ Development Officers on silk development in the 
development wing. 

(d) The one Officer on Wool is apparently engaged in finalising certain 

outstanding wool contracts. This work should be completed 
before the 30th .April 1949 and the post abolished. 

(e) With the transfer of import and expert work now done in the 

Directorate General of Industry and Supply to the Ministry of 
Commerce, it should be possible to abolish 3 posts of Deputy 
Development Officer and 6 posts of Assistant Development 
Officer. 


GOVERNMENT PURCHASES. 

9. Payments .—The Director General of Industry and Supply is also 
responsible for making purchases of all stores iequired by Government. 
He is assisted in respect of purchases made in India by a Deputy Director 
General (Purchases) and a Deputy Director General (Inspection) and there 
are a number of regional officers. The ordinary method of making a pur¬ 
chase is by inviting tenders While the volume of Government purchases 
has recently increased, the market conditions are such that recognised 
suppliers are not particularly keen to tender against Government contracts. 
This is partly ascribable to certain unsatisfactory features in the standard 
contract terms, prescribed by Government. Acccrding to these terms, 
the seller is entitled to receive onlv 90 per cent, of the purchase price on 
proof of delivery and despatch and the balance of 10 per cent, on receipt 
at the destination. It is hard to penalise a private trader for delays in 
despatch and losses in railway transit when railway movements are con¬ 
trolled by priorities gi anted by Government and any defects in this direction 
must be largely attributed to the short-comings of the Railway Organisa¬ 
tion, a Government agency. The seller is bound to take into account the 
risks consequent on such a condition in quoting his selling price and it is 
wrong to assume that Government will be securing an advantage by call¬ 
ing upon the seller to shoulder the risk. In our view Government will be 
well advised in relaxing these conditions in respect of firms of repute. 
The full price should be paid after satisfactory inspection at site by Gov¬ 
ernment’s inspecting agency, on the understanding that arrangements for 
despatch would be made immediately on provision of railway transport. 
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9. Purchases from abroad .—(i) With regard to purchase of articles not 
produced within the country it is understood that a rupee tender is often 
insisted upon. This results in the purchase of an article through the foreign 
manufacturer's local agent which may not always be advantageous. 
Information should be collected regarding the price at which the article 
can be obtained in the country of manufacture and the order for purchase 
should be pieced with the local agent or in the country of manufacture 
wherever the supplies can be had cheaper. 

(ii) Articles imported from abroad are generally purchased on payment 
of c.i.f. price. As an immediate measure, Government should, as a part 
of the contract of purchase, insirt that the articles are insured with 
Indian Insurance Companies. Also in order that goods purchased are 
transported in Indian ships, whenever available, the desirability of going in 
for f.o.b. contracts instead of c.i.f. contracts should be examined. As a 
long-term measure. Government should examine whether it would not be 
more profitable for them to establish an insurance fund of their own to 
which would be credited the insurance premia which are now paid and to 
which would be debited any losses incurred during tiansit. 

(iii) It is noted that whenever purchase of machinery or other technical 
equipment is made from abroad, the Ministry usually insist that the manu¬ 
facturing concerns should train a number of Indians. But the Ministry 
of Education, when they were examined by the Committee, were complain¬ 
ing of the difficulties in securing for Indian scholars sent out by them, 
practical training abroad. The utilisation of the training facilities secured 
at the time of placing contracts should be co-ordinated in consultation with 
the Ministry of Education. 

Id. Establishment . — The following statement shows the increase in the 
value of the purchases made by government and the increase in the 
‘Purchase* and Inspection* staff— 


Number of Officers 


Tear 

Value of 

purchases 
(in lakhs 
of rupees) 

Purchase Wing 


Inspection Wing 


Gazetted 

Other 

staff 

Gazetted 

Other 

staff 

1937-38 

11,30 

17 

296 

44 

188 

1938-39 

11,42 

17 

304 

44 

190 

1947-48 

44,74 

57 

890 

170 

1,149 

1948-49 

(till 

30-9-48) 

29,32 

58 

1,016 

160 

1,101 


(Note.—The value of stores inspected is not available. Purchases on behalf of thr 
Armed Forces and certain other bulk purchases were not inspected. On the other 
hand, certain provincial governments utilised the inspection wing to inspect their 
purchases.) 





The increase in the value of government purchases does not, however, 
mean a corresponding increase in the volume of purchases in view of the 
general increase in the level of prices. It was, however, suggested that the 
prevalence of a sellers’ market, the existence of controls etc., make pro¬ 
curement of supplies a difficult and arduous job now. While there is 
some truth in this contention, we are satisfied that there is considerable 
scope for reorganisation in the present method of work and for reduction in 
the existing staff. 

On the purchase side, there is at present a hierarchy of four officers 
below the Director General, that is, Deputy Director General, Director, 
Deputy Director and Assistant Director—Grade I. In some places there 
is a fifth grade, viz., Assistant Director—Grade II. We recommended 
that instead of these 4 or 5 grades of officers there should be only 3 grades 
of officers, and the powers of purchase given to these officers should he re¬ 
adjusted suitably. 

Again, on the Inspection side, it is understood that the articles are 
inspected off.en both on despatch and on arixval at destination. In our 
view there is scope for reducing, if not eliminating, this dual inspection. 
As regards inspection staff, the Ministry maintain that no reduction is 
possible in the officer stall though they are prepared to reduce the non- 
gazetted staff by 137. They have argued that the inspection work today 
is about 4.2 times pre-war work, that the work per employee was less as 
the employees were, comparatively speaking, of poor quality, and could 
not move about as quickly os before because of inadequacy of conveyance 
allowance, that inspection h.day was more difficult because of the larger 
volume of stores purchased in India than in pre-war years, in many cases 
from contractors not on the ‘approved’ list, and that the Inspection staff 
devoted a considerable time in guiding and advising manufacturers, other 
sections of the Directorate General, Industry and Supply and the various 
Departments of Government concerned with the development of Indian 
industries. 

We feel that taking into account the increase in the volume of business 
and in the complexity of work, the strength of the staff both in the 
Purchase and the Inspection wings of the Directorate General, Industry 
and Supply should not exceed times the pre-war staff. In making these 
recommendations we have taken cognisance of the prevalence of a sellers’ 
market and the other factors mentioned above. The Ministry have stated 
that taking into account the present day increase in prices, the purchase 
work has almost doubled in volume, considering, this factor, coupled 
with the fact that certain hulk purchases are not inspected at all (such 
purchases seem to have also increased substantially since 1938-39), we 
feel that it is reasonable to estimate that the volume of work on the 
inspection side also is about twice the work in 1938-30. We are also unable 
to appreciate the contention that because of the inadequacy of the convey¬ 
ance allowance, officers are not mobile enough and cannot do as much 
work as in the past. In our view, the staff suggested by us should be 
adequate if the officer grade and the methods of work ar e re-organised as 
suggested earlier in this paragraph. We recommend accordingly that the 
Purchase and the Inspection staff should be reduced to 42 gazetted and 
760 non-gazetted personnel and 110 gazetted and 475 non-gazetted personnel 
respectively. The staff should be reduced by steps so as to reach this 
strength by 30th June 1949. 
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11. Director-General, Industry and Supply. —A point for consideration 
in this connection is whether the Director General, Industry and Supply 
is in a position to pay sufficient attention to the purchases work. In view 
of the heavy programme of work in connection with the establishment of 
the State industries set out in para. 3 above, there seems to bj a case for 
relieving the Director-General, Industry and Supply of the purchase work 
and creating the post of a Director General for Purchases and Inspection 
separately. After another year it should be possible foi him to take over 
Disposal also particularly as there is need for close co-operation between 
the Purchase and Disposals Organisation and articles obtainable in the 
Disposals Directorate should not be purchased hr the open market. For 
one year therefore a separate post of Director General, Supply may be 
created. It would be economical to sanction the post provided the 
hierarchy of officers dealing with purchase and inspection is re-arranged 
as has been suggested above. 

12. Purchases in U . K. and U. S. A. —Purchase of stores not available- 
in India are made nrairby through the Director-General, India S-tores 
Department, London or the India Supply Mission, Washington. With 
regard to these two organisatif us. we have the following recommendations 
to make:— 

(a) Enquiries made by us disclose that the present arrangement 

regarding financial control and scrutiny of orders placed by,these 
organisations is most unsatisfactory. In respect of purchases 
made in India the acceptance or a tender other than the lowest 
tender requires Pie concurrence of the Ministry of Finance. 
Similarly, variations in the standard terms of contract require 
the concurrence of Finance. But in respect of purchases made 
either by the Director-General, India Stores Department or by 
the India Supply Mission, the heads of offices seem to have, 
complete latitude in relaxing the terms of contract and in accept¬ 
ing any tender they consider mosu advantageous. Also there is 
no effective audit of the large payments made annually by 
these officers. This s-ems to us very unsatisfactory. It is 
necessary to take immediate steps to provide a suitable finan¬ 
cial check on the activities of them two' organisations and also to 
tighten up the lules regulating the placing of tenders. 

(b) In order that these organisations may function effectively they 

should he under the direct control of the Ministry of Industry 
and Supply for all operational purposes, though as these offices 
are situated in foreign countries, it may be desirable to place 
them for formal purposes under the control of India’s diplomatic 
representative in that country. 

13. Director General , India Stores Department , London .—Though in 
1947 the purchases made by the Director-General India Stores Depart¬ 
ment, London were in volume about half the purchases made in this 
country, he had a staff of 83 gazetted and 338 non-gazetted officers against 
57 gazetted and 890 non-gazetted officers in the Supply side of the Director- 
General. Industry and Supply. We have already observed that the office 
of the Director General, Industry and Supply in India is itself over-staffed. 
Moreover, the work in the United Kingdom is Comparatively less compli¬ 
cated because the confer acts' are for 7 'big items* ffif’d usdMly with well 
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established firms. Prima facie , the office seems to be overstaffed. There 
is a gradual 1 increase in the cost of the purchase organisation, as will be 
apparent from the table below: 


Year 

(Value of purchases 
(in lakhs of rupees) 

Cost of organisation 
(in lakhs of rupees) 

Cost of organisation 
expressed as a per¬ 
centage of value of 
purchases 

1945—46 

28,57 

23-89 

0*84 

1946-47 

35,10 

29 ’ 15 

0-83 

1947-48 

27,17 

40-00 

1 -47 

1948-49 

14,19 

* 42*82 

2*38 

(till 




Dec. 1948) 




We would not venture any recommendations as to the extent of 
economies possible in this office until one of our official colleagues has had 
an opportunity of studying its working. Ib is for the Government to 
(decide whether such examination should be carried out. 

14. The Alipore Test House .—This organisation is responsible for test¬ 
ing in the laboratory the strength, quality etc. of materials primarily on 
behalf of the Central Government and also on behalf of Provinces, States, 
public bodies and the general public. Recently a Committee was appointed 
by the Ministry of Industry and Supply to examine and make recommenda¬ 
tions regarding reorganisation of the Test House. The Committee’s Beport 
which has been received by the Ministry is still under consideration. It is 
understood that they have recommended that the Test House should be 
expanded inter alia to provide facilities for research in processes of test¬ 
ing. Since the Test House was created, the National Physical and 
National Chemical Laboratories have come into existence to carry out 
research into the technical problems relating to testing of materials. Also 
the Indian Standards Institution is available to give technical advice to 
Government. If the facilities available at these places are taken into 
account there is little justification for fur (her expansion of the Test House, 
except in so far as additional facilities to carry out routine testing of 
materials are required (e.g. establishment of an X-ray unit to test certain 
articles). 

While the Test House charges a fee to private parties for tests carried 
out, the procedure in respect of samples forwarded along with their 
tenders by persons tendering against Government contract is not uniform. 
In certain cases, the notice inviting tenders requires a tenderer to forward 
a certificate from the Test House. In such cases, the tenderer pays the 
Test House charge and gets a certificate. In other cases, where a large 
number of persons are expected to tender and the work of testing every 
sample is expected to become too onerous, the Test House only tests a 
select number of samples intimated by the Supply Officer. In such cases 
the tenderer pays no fee and does not receive any certificate. Even in the 
latter case, there is no reason why the tenderer should not be asked to pay 
the testing fee and be given a certificate showing the result of the test. 
This change in procedure should produce a revenue of about Bs. 1 lakh per 
annum. 

The rates of fee for testing were fixed as long ago as 1980. In many 
cases, the rates charged are not even sufficient to cover the cost of materials 
used on the test. In view of the increase in the general level of prices, 
the schedule of rates should-.he: revised without any delay. 
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An analysis of the work in the Test House discloses that the Chemical 
Section with 3 Assistant Director and 24 Technical Assistants is now in 
arrears. The arrears are not in our opinion due to the volume of work but 
rather to the slackness in the stall, as we notice that in the Physics Section 
a smaller staff deals with a iargei volume of work, which admittedly is as 
complicated as the work in the Chemistry Section. In fact there has been 
a recent falling off in the outturn of work in this section. In our view this 
Section is therefore capable of a greater outturn of work and is somewhat 
overstaffed. The posts of Technical Assistants in the Test House should be 
reduced by 6. One post of Assistant Director can also be abolished by the 
end of April 1949. The duties of Statistician seem to be to collect statistics 
of the work done in the Test House. A special post for this purpose seems 
unnecessary. This post as well as 4 posts of cierks can in our opinion be 
abolished. 

15. Mathematical Instruments Office .—This organisation which is 
situated at Calcutta is responsible for the manufacture of, and carrying out 
repairs to, mathematical and survey instruments required by the various 
Government Offices. The factory works on an indent basis *\« M it under¬ 
takes work only on receiving an indent from the indentor. 

In December 1947, a Committee was appointed by Government to 
investigate into the working of this organisation and to make recom¬ 
mendations and it has submitted its report in June 1948. The report is 
still under consideration of Government. The Committee has recom¬ 
mended that the Mathematical Instruments Office should be expanded to 
manufacture scientific and mathematical instruments required by the 
country; the expansion would require a capital outlay of Bs. 186 lakhs and 
an annual recurring expenditure of Bs. 61 lakhs. B T o estimate of the 
revenue has been made, though the Committee has remarked that “for a 
few years at least, it wall not be possible to work the factory at a profit-* * 

We would only like to obser/e that before such a costly programme of 
expansion is embarked upon, xt is necessary to assess fully the loss likely 
to be suffered and the consequent financial implications. In view of the 
existence of a separate Ordnance factory for manufacture of optical instru¬ 
ments required by the Armed lorees, wo feel that the expansion of the 
Mathematical Instrument Office cpuld be postponed at least till 1952. 

For the year 1948*49, the estimated expenditure ot the Mathematical 
Instrument Office is Bs. 18 iakhs only. It is likely that the actual receipts 
for 1948-49 will exceed the estimated figure, but they will still fall short 
of the expenditure. This is largely due to the factory working on an indent 
basis and to its not being a balanced unit. It seems unnecessary for Gov¬ 
ernment to continue to bear this loss which can be avoided if the factory 
is put on a commercial basis. Articles like thermometers, spirit levels, set 
squares, etc. which a**e now being imported from abroad should be manu¬ 
factured in the Factory against anticipated demand and marketed through 
ordinary commercial channels at competitive rates. 

The Sindri Fertiliser Factory . 

16. The Sindri Factory intended to manufacture 350,000 tons of 
ammonium sulphate annually. The project as originally estimated was to 
cost Bs. 10.5 crores but now the cost is estimated at Rs. 18 crores. About 
Bs. 3 crores of this increase is ascribable to additions not originally contem¬ 
plated e.g. establishment of cement plant, increasing capacity of the 
thermal station to supply electric power to the Bihar grid. The rest of the 
increase is due to the rise in prices. 
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In a project of this magnitude it is of the utmost importance that 
construction should be speeded up as quickly as possible so that the factory 
can go into production at an early date* At present the average monthly 
expenditure on establishment and other overheads is nearly Its. 7 lakhs. 
The postponement of production m the factory by even a short period 
therefore, mvolves wasteful expenditure. The factory should have, 
according to the original schedule, commenced production by the middle 
of 1948 but it is now not expected to go into production till the first 
quarter of 1950. One factor for this delay is said to be the time taken 
by the Central Public Works Department in levelling the land and com¬ 
pleting the foundations and protracted negotiations in respect of certain 
contracts fcr structural steel work. While Government may have 
succeeded in beating down the prices payable on these items, the post¬ 
ponement of the completion of the factory and of commencement of pro¬ 
duction by nearly a year because of these delays means that Government 
have on the whole lost a considerable amount of money. It is obvious 
that, as already observed, the normal Governmental machinery is unsuit¬ 
able to manage commercial enterprises of these dimensions and if Gov¬ 
ernment are to run such enterprises successfully, they snould be entrusted 
at an early date to public corporations. 

3. Our recommendations with regard to the Sindri Factory are as 
follows: — 

(a) Immediate steps should be taken to establish a public corporation 
to complete the erection of the Sindri Fertiliser Factory as early as 
possible and to put it into production. Tn the meanwhile, Government 
should take all necessary steps to speed up construction work. 

(b) The arrangements for the supply of raw materials, particularly 
gypsum, at factory site requires to be carefully looked into. The gypsum 
will most probably have to come from Rajpulana by metre gauge railway 
and would have to be transhipped at Agra or at some other suitable point 
on to the broad gauge railway. The quantities to he transported daily 
will be of the order of 2000 tons. We were told that the Railway 
authorities were confident of their ability to tranship the gypsum in 
requisite quantities if three months' notice was given. But the authori¬ 
ties appear to be over sanguine. The Sindri Factory is installing mechani¬ 
cal equipment to handle a load of about 1000 tons of fertiliser per day and 
in our opinion, the Railways would also find it necessary to instal mechani¬ 
cal equipment for handling the load at the transhipment points also. As 
the factory is expected to start production by the beginning of 1950 and 
ordinarily the factory should maintain six months' supply of gypsum stored 
at site, the moving of gypsum from the mines to site must start without 
delay. But as yet no order for the supply of gypsum has been placed nor 
have arrangements been made to dig out the material. Steps to move 
gypsum including transhipment and to build up a stock at Sindri require 
to be taken on hand immediately. 

(c) The Chief Technical Officer of the Factory is assisted, in maintain¬ 
ing his accounts by one Accounts Officer only belonging to Class II service. 
Another sanctioned post of Accounts Officer in the sarnq grade is unfilled 
ever since it was sanctioned three years ago The factory must main¬ 
tain accounts on a commercial basis and all expenditure prior to, and on 
erection, must be carefully compiled and debited to the factory. The 
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faetory is even now disbursing large amounts to contractors and to labour* 
The Accounts Organisation seems to us quite inadequate and needs 
strengthening. 

(d) While steps have been taken to train Indians for a number of 
important jobs at the factory, there are still a number of posts for which 
Indians have not yet been recruited. It would be a valuable training to 
many Indians, and particularly to those who are expected to work at the 
factory later, it they are asked to take an active part in the erection of the 
machinery. We were told that there were a number of Indian scholars 
just returned from overseas after training in chemical engineering who are 
particularly suitable for appointment but that they could not be appointed 
because of certain objections raised by the Federal Public Service Com* 
mission. The progress of erection cannot be postponed until the Federal 
Public Service Commission completes the selection of candidates in the 
ordinary course and this opportunity of securing practical experience is 
not likely to be available again. The Committee strongly recommend 
that immediate steps should be taken to recruit qualified Indians especially 
those trained abroad to some of the vacant posts and to post them to the 
factory at once so that this valuable opportunity to obtain practical 
experience is not lost. Also, it is recommended that an Indian should he 
appointed immediately as understudy of the Chief Technical Officer with 
a view to take over from him in due course. Such an understudy should 
have been appointed, long ago. 

17, Coal .—The Ministry of Industry & Supply is responsible for regu¬ 
lating the production of coal including production of coal from Railway 
collieries and its distribution. To carry out this work there is a Coal 
Commissioner at Calcutta who is assisted by a number of regional officers. 
In the year 1946 the Government appointed an expert committee known 
as ‘‘The Indian Coalfields Committee”, to investigate thoroughly the 
conditions prevailing in industry and to make recommendations regarding 
the action to be taken by Government. This Committee has submitted 
a report recommending inter alia the establishment of a National Coal 
Board which will take over the responsibility for the production, grading 
and distribution of coal and the management of State owned collieries. An 
important function of this Board when it js established will be to regulate 
the use of coal and its price so as to conserve the country's resources and 
ensure their most economical use. According to the resolution of the 6th 
April 1948 the establishment of new collieries will be the exclusive responsi¬ 
bility of Government. We would only like to observe that as coal is the 
most important supplier of power, any authority controlling the coal 
industry will have a strangle hold on the other industries. The future 
industrial prosperity of the country wilL depend largely on the wisdom, 
vision and fairness that this authority displays. The work will have to be 
entrusted to a Board of independent men and the qualifications required 
of members of the Board, the manner of their appointment, their condi¬ 
tions of service and tenure of office will have to be carefully prescribed. 

18. There is, however, one point which requires urgent action. The 
cost of production in the collieries managed by the Coal Commissioner at 
Jarangdih. Talcher, Duelbem and Serampore is extremely high and the 
cost of production in the first three collieries has increased since 1946-47. 
(See Annexure IV for cost of production). The increase in cost seems to 
be due to a fall in production for which there is no adequate explanation. 
We recommend that early steps should be taken to overhaul the working 
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of these coal mines and to reduce the production cost either by increasing 
production or improving the methods of working and if this is not possible 
to consider whether the mines should not be closed down. 

19. The Directorate-General of Disposals .—A nucleus organisation to 
salvage Government stores and to utilise them was created in the year 
1944. This organisation was expanded on termination of the war and 
entrusted with the task of disposing the huge quantities of stores which 
had been accumulated in this country to prosecute the war by the British 
and American Governments as well as by the Government of India. 

The total book value of the American surpluses initially taken over by 
the Government of India was about Rs. 240 crores and the book value of 
stores held by His Majesty’s Government and the Government of India 
and declared as surplus to Government needs amounted at the end of 
October 1948 to about Rs. 233 crores. American surplus stores to the 
book value of Rs. 172 crores have been sold for about Rs. 33 *4 crores, 
while H.M.G. and Indian Stores'to the book value of Rs. 154 crores have 
been sold for Rs. 83 crores. It appears to us that the sale value realised 
for American stores is extremely low; the Ministry explained that this is 
largely the result of inaccuracies in the American books containing des¬ 
cription of stores and the assessment of book values thereon. 

At present the book value of American surpluses unsold is Rs. 68 
crores of which stores worth Rs. 21 crores are in depots under the direct 
management oi the Director General Disposals and the remaining stores 
worth about Rs. 47 crores are in depots managed by the Tata Aircraft 
Limited, a company with which Government has entered into a contract 
for the sale of those stores. Stores belonging to the Government of India 
to be disposed of are of the book value of about Rs. 80 crores. The 
Disposals Organisation is incurring an expenditure of Rs. 110 lakhs per 
annum and in addition, the Defence Estimated must be bearing a certain 
amount of expenditure on the maintenance of Government of India surplus 
stores which are mainly located in the Defence Supply depots. The 
progress of disposals work during last year has been very slow indeed. In 
October last when refugees began to pour in from West Pakistan and the 
Kashmir operations started, a blanket ban on the disposal of these surplus 
stores was imposed in order to enable Government to review the whole 
position and to secure to itself whatever stores it may require for the 
rehabilitation of refugees, for the development of India’s industries and 
for any other purpose. While we fully appreciate the reasons that led 
to the imposition of this ban, we cannot, but feel that the subsequent action 
has been very tardy. Considering that the organisation for the main¬ 
tenance and disposal of these stores is costing the country nearly 1.5 crores 
of rupees, it was incumbent on Government and to take quick action to 
separate the stores required by Government and to dispose of the balance. 
The Ministry of Relief and Rehabilitation, at whose instance the blanket 
ban on the sale of these stores* was imposed, has during the first four 
months of this year made purchases worth Rs. 8,22,000 and during the 
next thiee months made purchases worth Rs. 14,000. That it should be 
considered necessary to continue Hie blanket ban in order to meet the 
demands of this order seems to us extremely unwise. Again, the 
Disposals Utilisation Committee appointed by Government to decide the 
best manner in which the available stores could be utilised to develop 
India’s industrial potential submitted its report in May 1948 and it 
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is understood that the report has been accepted in principle by Government. 

It should, therefore, not be difficult for Government to separate the stores 
that may be required for its own needs. In our opinion, the blanket ban 
should be removed with immediate effect and the Director General Disposals 
should be asked to speed up the disposal of all stores surplus to Govern¬ 
ment’s requirements. Every effort should be made to wind up the 
Disposals Organisation at the latest by the end of 1949. It should not 
be necessary to maintain a full complement of staff throughout 1949. As 
the goods are disposed of, the number of depots and the staff in the office 
should be gradually reduced as also the staff in the office of the Director 
General. 

20. Industrial Statistics .—Another function of the Ministry of Indus¬ 
try and Supply is the administration of the Industrial Statistics Act, 
1942. There is an office of the Director of Industnal Statistics at Simla 
but in addition, there is a nucleus statistical staff in the office of the 
Director General, Industry and Supply which is necessary in order to faci¬ 
litate the day-to-day work of that office in connection with controls, distri¬ 
bution of essential materials, etc. There can be some savings in staff if 
the Director of Industrial Statistics is located at Delhi instead of at 
Simla. The difficulty seems to be of accommodation but if our recommen¬ 
dations regarding the reduction in staff in the Directorate-General of 
Industry and Supply are carried out, the few additional officers who will 
be located at Delhi because of the move of the office of the Director of 
Industrial Statistics from Simla to Delhi could be easily accommodated 
in the space now at the disposal of the Director General, Industry and 
Supply. We accordingly recommend that the office of the Director of 
Industrial Statistics should be moved from Simla to Delhi and the staff 
now employed for statistical purposes in the Directorate-General of 
Industry and Supply retrenched. 

21. The Ministry have a Newsprint Office at Simla which is responsible 
for the administration of the various newsprint control orders. This 
control has now been considerably relaxed. The Ministry themselves 
contemplate that it may be possible to abolish this control in a few 
months’ time. We agree with this view and consider that the control 
should be abolished at the earliest possible date. In the meanwhile the 
work involved is so small that, in our opinion, it should be possible to 
abolish this office with immediate effect and to entrust the work to the 
Paper Development Officer in the office of the Directorate-General of 
Industry and Supply. An interesting point is that while there is supposed 
to be newsprint shortage, the Director General, Disposals has in his 
possession stocks of newsprint and no attempt is being made to dispose it 
of. He obviously should take immediate steps to liquidate the stocks of 
newsprint in the disposals. 

22. Iron and Steel Control .—The Iron and Steel Controller regulates 
the supply of all indigenous manufacture of iron and steel as well as all 
imports. Before the war, India produced about 700,000 tons of steel per 
annum, and imported 150,000 to 300,000 tons to meet a demand of little 
over a million tons. The demand today is over 2| million tons, and the 
production in 1948 is estimated to be 825,000 tons. The difference between 
the prices of indigenous and imported steel is about Rs. 250 per ton. As 
a problem in distribution, it was decided to start an equalisation fund by 
levying a surcharge on all indigenous production. With the rise in prices 
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of foreign produce this fund may prove inadequate to the demands made 
on it. It is hoped to import 100,000 tons from the U.S.A. and another 
.similar tonnage from the U.K. The problem of pricing and distribution is 
a difficult one. 

The office of the Iron and Steel Controller at present consists of one 
Controller, 5 Deputy Controllers and 7 Assistant Controllers. Out of this 
number, one Controller and 5 Assistant Controllers and one Deputy 
Assistant Controller work on a token payment of rupee one, their pay 
being met ly the firms from which they have been borrowed. 

The main sections in the office look after Planning and Production, 
Distribution of indigenous and imported steel, Accounts and Pricing, 
Administration and leprai problems. There are also 3 Circle Offices, at 
Bengal, Bombay and Madras. 

We have examined the set-up in this unit, and are of the opinion that 
it requires certain rationalisation. There does not seem to be an adequate 
justification for having a Deputy Controller in Madras, and this post should 
be down-graded. The Bengal Circle can easily be looked after from the 
headquarters. Altogether, therefore one post of Deputy Controller can be 
abolished and one should be down graded to an Assistant Controller's. 

Similarly, by a reallocation of duties two posts of Assistant Controllers 
can be abolished, and one post of Assistant Controller can be reduced to 
that of a Deputy Assistant Controller, e.g. by combining the Statistics and 
Stockists sections. 

In the import section there are already four officers, and the addition 
of a fifth recently made is not justified. 

There is an Assistant Iron and Steel Controller looking after legal 
work mainly. This officer should, properly speaking, be under the 
Ministry of Law although he can remain attached to the Iron and Steel 
Controller. 

In the Accounts Section, it appears that too much of meticulous price 
calculation is indulged in. It should be possible to rationalise the 
method of pricing so as to look after broad financial results and avoid 
elaborate accounting detail. If this is done, about 25 per cent, of the 
posts can. be abolished. 

The office, exclusive of the Accounts Section, consists of 29 supervi¬ 
sory staff and 470 Assistants, Upper Division and Lower Division Clerks. 
The arrangement of work in the office is so haphazard that a file is seen 
by about three members of the subordinate staff before it goes to a 
junor officer. It serves no useful purpose to ask an Upper Division 
Clerk to submit cases to the Supervisory Officer through an Assistant. 
The work should be so ■ reorganised that the work is directly submitted 
by an Upper Division Clerk to the Supervisory Officer. A slight addition 
to the supervisory cadre may become necessary but it will be more than 
counterbalanced by the economies in the ministerial staff. On this basis 
we recommend that the office staff exclusive of the Accounts Section 
should consist of 35 Superintendents and 400 Upper and Lower Division 
-clerks. 
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23. We have got no suggestions to make in respect of the following 
organisations: — 

1. Salt Controller. 

2. The Hindustan Aircraft Limited. 

3. Controller of Patents and Designs. 

24. Set-up of the Ministry .—The work of the Ministry is divided into 
25 sections and is distributed among one Secretary, two Joint Secretaries, 
five Deputy Secretaries and 12 Under Secretaries. Besides, there is a 
Director-General of Industry and Supply and a Director-General of Dis¬ 
posals and the Chief Technical Adviser, Sindri Factory. The Chief 
Technical Adviser, Sindri Factory is responsible for the erection of that 
factory For reasons given in para 4 above, we consider that early steps 
should be taken to establish a corporation to look after this factory. As 
regards the Ministry proper, considerable retrenchment has already been 
effected and against a peak war strength of 154 officers, 1239 non-gazetted 
staff and 647 other employees, the present strength is 44 officers, 392 non- 
gazetted persons and 178 others. Considering the Ministry’s growing 
importance and the additional burden of work that will fall on it in con¬ 
nection with the planning and establishment of new industries, we do not 
consider that there is any scope for reduction in staff in the Ministry 
proper. The reductions to be made in the Directorate General, Industry 
and Supply, the Directorate General, Disposals and other offices under 
the Ministry have been indicated in the foregoing paragraphs. 

25. The existing set up of the Ministry is given in Annexure I. The 
annual savings that would result from these recommendations are 
FiS. 1,64,76,400 details of which are shown in Annexure II. 

2f. Summary of recommendations .—The following is a summary of 
our main recommendations:— 

(a) The Government of India have launched a number of industrial 

enterprises and until these prove by experience to be success¬ 
ful, no new industry, should, save in exceptional circum¬ 
stances, be established as a state enterprise. (Paragraph 3). 

(b) When Government approve a project to establish an industry 

and decide to proceed with it, steps should be taken to esta¬ 
blish a. corporation at the earliest possible date to take all 
future actions. (Paragraph 4) 

(c) All Government factories should ordinarily be the responsibility 

of the Ministry of Industry & Supply, though an exception 
may be necessary in respect of Defence Industries and other 
specialised supplies. (Paragraph 5) ^ ^ | ^ U, 

(d) All work relating to import and export control should be the res¬ 

ponsibility of the Ministry of Commerce except in regard to 
such commodities, the internal distribution of which is controlled 
and close co-ordination is required between imports and 
exports and internal distribution or where licensing of 
imports or exports requires a high degree of technical 
knowledge possessed only by the officers of the Ministry of 
Industry and Supply. There should, however, be close liaison 
between the Ministries of Industry and Supply, Commerce, and 
Finance in respect of import and export policy. (Para. 6). 
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[ej Our recommendations in regard to the Development Wing of the 
Directorate General, Industry and Supply are as below: 

(i) The reports of the panels appointed to report bn the various 
food industries should be obtained by 30th April 1949 and 
decisions taken thereon before the end of May 1949. The 
staff employed in the Food Industries Directorate should be 
disbanded by that date except, if necessary, for one post of 
Officer to assist private industrialists. (Para. 7) 

(ii) The two posts of Officers for development of timber and of ply¬ 
wood should be abolished. (Para. 7). 

(iii) There is no need for a Development Officer on Sericulture with 
the establishment of a Silk Board. (Para. 7) 

(iv) The work relating to finalising certain outstanding wool con¬ 

tracts should be completed by 30th April 1949 and the post 
of the officer employed on this work abolished thereafter. 
(Para. 7). 

(v) Three posts of Deputy Development Officers and six posts of 

Assistant Development Officers, now employed on export- 
import work should be abolished. (Para. 7). 

(f) The terms of contract for purchases should be modified in the 

case of firms of repute whereby the seller can be paid full 
value of goods on delivery at site after inspection by Govern¬ 
ment’s agency. (Para. 8). 

(g) The Government may consider establishing an ‘Insurance Fund' 

of their own to which may be credited the premia now being 
paid to cover xdsks during transit of articles purchased from 
abroad. (Para. 9). 

(h) The utilisation of training facilities secured at the time of placing 

contracts with firms abroad should be co-ordinated in con¬ 
sultation with the Ministry of Education. (Para. 9). 

(i) The strength of the Inspection and Purchases Staff should be 

as indicated in paragraph 10. 

(j) In view of the heavy programme of work relating to establishment 

of national industries, the Director General, Industry and 
Supply may be relieved of purchase work and a separate post 
of Director General, Supply created for a period of one year. 
(Para. 11). 

(k) Immediate steps should be taken to provide suitable financial 

checks on the activities of the Director General, India Store 
Department, London and the India Supply Mission, 
Washington. (Para. 12). 

(l) The Director General, India Store Department London and the 

India Supply Mission, Washington, should for all operational 
purposes be under the Ministry of Industrv and Supply. 
(Para, 12). 

(m) There is scope for retrenchment in the office of the Director 

General, India Stores Department, London. But the Com¬ 
mittee would not venture any recommendations until one of 
its officers has had an opportunity of studying this office. 
(Para. 13). 
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(n) In view of the establishment of new organisations like the Indian 
Standards Institution, the National Physical and Chemical 
Laboratory etc. there is no justification for the expansion of 
the Alipore Test House except in regard to facilities for routine 
testing. (Para. 14). 

‘(o) Fees should be charged for the testing of all samples submitted 
by tenderers, irrespective of whether such samples are received 
direct from the tenderers or through the Ministry of Industry 
and ,Supply. (Para. 14). 

(p) The existing rates for testing samples should be revised. (Para. 14). 

(q) In the Alipore Test House, the posts of technical Assistants should 

be reduced by six. The posts of Assistant Directors should be 
abolished by the end of April 1949. 

The post of Statistician (including his staff of four clerks) should 
also be abolished. (Para. 14). 

(r) The proposed expansion of the Mathematical Instruments Office 

could be postponed till 1952. (Para. 15). 

(s) A public corporation should be immediately set up to complete 

the erection of the Sindri Fertilizer Factory. (Para. 16). 

(t) The arrangements for the supply of raw materials especially 

Gypsum required by the Sindri Factory require to be cafefully 
looked into and properly planned. (Para. 16). 

(u) The accounts organisation of the Sindri Factory requires strength¬ 

ening. (Para. 16). 

(v) Immediate steps should be taken to recruit qualified Indians to 

the vacant posts in the Sindri Factory. (Para. 16). 

(w) Early steps should be taken to overhaul the working of Govern¬ 

ment owned coal mines and to reduce the production cost. 
(Para. 18). 

(x) The blanket ban on disposals should be forthwith removed and the 

Director General, Disposals should be asked to speed up dis¬ 
posal of all stores surplus to Government. Every effort should 
be made to wind up this organisation by the end of 1949. 
(Para. 19). 

(y) The office of the Director of Industrial Statistics should be trans¬ 

ferred to Delhi. The nucleus staff employed in the Directorate 
General, Industry and Supply for industrial statistics work 
should be retrenched. (Para. 20). 

(z) The newsprint office should be abolished at the earliest possible 

date. (Para. 21). 

(aa) In the Office of the Iron and Steel Controller, one post of Deputy 
Controller and two posts of Assistant Controllers should be 
abolished; and one post of Deputy Controller and two posts of 
Assistant Controllers downgraded to those of Assistant Con¬ 
troller and Deputy Assistant Controllers respectively. The post 
of a fifth officer in the Import Section should be abolished. 
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The Assistant Controller looking after legal work should be brought 
under the control of the Ministry of Law. 

The work in the accounts section should be rationalised. The^ pro¬ 
cedure for disposal of work in the other sections should be 
revised avoiding all duplication. If this is done, the strength 
of the Accounts Section can be reduced by 25 per cent and a 
staff of 85 Superintendents and 400 upper and lower division 
clerks should suffice for the other sections. (Para. 22). 

(bb) No change is necessary in the existing set up of the Ministry, 
which is shown in annexure I. 

KASTURBHAI LALBHAI, Chairman 

B. DAS, 

S. K. PAT1L, 

JAIPAL SINGH, 

ISHWAB DAYAL, 


y Members . 


P. V. R. RAO, 

Officer on Special Duty. 

G. S RAU, 

Secretary. 

Neiv Delhi , dated the 26 th March, 1949. 
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ANNEXURE II (Para 25) 

Statement showing approximate savings in the Ministry of Industry and 
Supply, consequent on the recommendations of the Economy Committee. 


L Savings in respect of items for which budget provision exists. 


Category of the Post 

Existing 

Proposed Reductions 

Main Secretariat, 

Strength 

Strength 

Secretary ........ 

1 

1 

Joint Secretaries ....... 

2 

2 

Deputy Secretaries. 

5 

5 

Under/Assistant Secretaries . , . . . 

12 

2m 

Superintendents. ....... 

21 

12* 

Total Gazetted . 

41 

41 

Assistants Incharge ...... 

4 

4 

Assistants ........ 

167 

167 

Clerks . . . . . , . , , 

122 

122 

Total non-Gazetted . 

283 

283 

Grand Total 

324 

324 


Budget Estarmates Approximate 
for 1948*49 Savings 

Rs, 

Main Secretariat. 21,96,00 

Newsprint Office, Simla .... . .* 40,000 V* 

♦Included in the budget of the Main Secretariat. 
Directorate General, Industry and Supply 1,28,31,300 20,30,000 

Iron and Steel Control Organisation . 24,68,600 34,000 ^ 

Government Test House, Alipore . . 6,29,200 38,000 l/ 

Directorate General, Disposals . . 1,43,34,400 1,43,34,400 

Total of I. . 3,24,49,400 1,64,76,400 

II, Schemes for which budget provision exists but which axe proposed to be postponed. 

Nil. 


Total of I and II . 


3,24,49,400 


1,64,76,400 
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ANNENURE III (para 2) 


Resolution of the Government of India (Ministry of Industry & Supply ). 
dated the 6th April 1948, 

No. I(3)-44(13)j48 The Government of India have given careful thought 
to the economic problems facing the country. The nation has now set itself to 
establish a social order where justice and equality of opportunity shall be seen- 
ed to all the people. The immediate objective is to provid * educational facilities 
and health services on a much wider scale, and 1 o promote a rapid rise in the 
standard of living of the people by exploiting the latent resources of the country 
increasing production and offering opportunities to all for employment in the 
service of the community. For this purpose, careful planning and integrated 
effort over whole field of national activity are necessary; and the Government 
of India propose to establish a National Planning Commission to formulate 
programmes of development and to secure their execution. The present 
statement however, confines itself to Governments’ policy in the industrial 
fields. 

2. Any improvement in the economic conditions of the country postulates 
and increase in national wealth; a more redistribution of existing wealth would 
make no essential difference to the people and would merely mean the distri¬ 
bution of poverty. A dynamic national policy must, therefore, be directed to 
a continuous increase in production by all possible means, side by side with 
measures to secure its equitable distribution. In the present state of the 
nation’s economy when the mass of the people are below the subsistence 
level, the emphasis should be on the expansion of production, both agricultural 
and industrial; and in particular on the production of capital equipment, of 
goods satisfying the basic needs of the people, and of commodities the export 
of which will increase earnings of foreign exchange. 

3. The problem of State participation in Industry and the conditions in 
which private enterprise should be allowed to operate must be judged in this 
context. There can be no doubt that the State must play a progressively 
active role in the development of industries, but ability to achieve the main 
objectives should determine the immediate extent of State responsibility and 
the limits to private enterprise. Under present conditions, the mechanism 
and the resources of the State may not permit it to function forthwith in In¬ 
dustry as widely as may be desirable. The Government of India are taking 
steps to remedy the situation; in particular, they are considering steps to 
create a body of men trained in business methods and management. They 
feel, however, that for some time to come, the State could contribute more 
quickly to the increase of national wealth by expanding its present activities 
wherever it is already operating and by concentrating on new units of produc¬ 
tion in other fields, rather than on acquiring and running existing units. 
Meanwhile private enterprise, properly directed and regulated, has a valuable 
role to play. 

4. On these considerations the Government have decided that the manu¬ 
facture of arms and ammunition, the production and control of atomic energy, 
and the ownership and management of railway transport should be the 
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exclusive monopoly of the Central Government. Further, in any emergency the 
Government would always have the power to take over any industry vital 
for national defence. In the ease of the following industries, the State—which, 
in this context, includes Central, Provincial and State Governments and other 
Public Authorities like Municipal Corporations—will be exclusively responsible 
for the establishment of new undertakings, except where, in the national 
interest, the State itself finds it necessary to secure the co-operatin of private 
enterprise subject to such control and regulation as the Central Government 
may prescribe: 

(1) Coal (the Indian Coalfields Committee’s proposals will be followed) 

(2) Iron and Steel. 

(3) Aircraft Manufacture. 

(4) Shipbuilding. 

(5) Manufacture of telephone, telegraph and wireless apparatus, exclud¬ 
ing radio receiving sets. 

(6) Mineral Oils. 

While the inherent right of the State to acquire any existing industrial 
undertaking will always remain, and will be exercised whenever the public 
interest requires it, Government have decided to let existing undertakings in 
these fields develop for a period of ten years during which they will be allowed 
all facilities for efficient working and reasonable expansion. At the end of this 
period, the whole matter will be reviewed and a decision taken in the light of 
circumstances obtaining at the time. If it is decided that the State should 
acquire any unit, the fundamental rights guaranteed by the Constitution will 
be observed and compensation will be awarded on a fair and equitable basis. 

Management of State enterprise will, as a rule, be through the medium of 
public corporations under the statutory control of the Central Government 
who will assume such powers as may be necessary to ensure this. 

5. The Government of India have recently promulgated a measure for the 
control by the State of the generation and distribution of electric power. This 
industry will continue to be regulated in terms of* this measure. 

6. The rest of the industrial field will normally be open to private enter¬ 
prise, individual as well as co-operative. The state will also progres¬ 
sively participate in this field; nor will it hesitate to intervene whenever the 
progress of an industry under private enterprise is unsatisfactory. The 
Central Government have already embarked on enterprises like large river- 
valley developments, which are multi-purpose projects of great magnitude, 
involving extensive generation of hydro-electric power and irrigation on a vast 
scale, and are calculated in a comparatively short time to change the entire 
face of large areas in this country. Projects like the Damodar Valley Scheme, 
the Kosi Reservoir, the Hirakad Dam, etc., are in a class by themselves and 
can stand comparison with any of the major schemes in America or elsewhere. 
The Central Government have also undertaken other production of fertilizer 
on a very large scale, and have in view other enterprises like the manufacture 
of essential drugs and of synthetic oil from coal; many Provincial and State 
Governments are also proceeding on similar lines. 

7. There are certain basic industries of importance, apart from those 
mentioned in paragraph 4, the planning and regulation of which by the Central 
Government is necessary in the national interest. The following industries 
whose location must be governed by economic factors of all India import, or 
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which require considerable investment or a high degree of technical skill, will 
be the subject of Central regulation and control:— 

(1) Salt. 

(2) Automobiles and tractors. 

(3) Prime Movers. 

(4) Electric Engineering. 

(5) Other heavy machinery. 

(6) Machine tools. 

(7) Heavy chemicals, fertilizers and pharmaceuticals and drugs. 

(8) Electro-chemical industries. 

(9) Non-ferrous metals. 

(10) Rubber manufactures. 

(11) Power and industrial alcohol. 

(12) Cotton and woollen textiles. 

(13) Cement. 

(14) Sugar. 

(15) Paper and newsprint. 

(16) Air and Sea Transport. 

(17) Minerals. 

(18) Industries related to defence. 

The above list cannot obviously be of an exhaustive nature. The ^Gov¬ 
ernment of India, while retaining the ultimate direction over this field of in¬ 
dustry, will consult the Governments of the Provinces and States at all stages 
and fully associate them in the formulation and execution of plans. Besides 
these Governments, representatives of Industry and Labour will also be asso¬ 
ciated with the Central Government in the Industrial Advisory Council and 
other bodies which they propose to establish, as recommended by the Indus¬ 
tries Conference. 

8. Cottage and small-scale industries have a very important role in the 
national economy, offering as they do scope for individual village or co-opera¬ 
tive enterprise, and means for the rehabilitation of displaced persons. These 
industries are particularly suited for the better utilisation of local resources 
and for the achievement of local self-sufficiency in respect of certain types of 
essential consumer goods like food, cloth and agricultural implements. The 
healthy expansion of cottage and small-scale industries depends upon a number 
of factors like the provision of raw materials, cheap power, technical advice, 
organised marketing of their produce, and, where necessary, safeguards against 
intensive competition by large-scale manufacture, as well as on the education 
of the worker in the use of the best available technique. Most of these fall in 
the Provincial sphere and are receiving the attention of the Governments of 
the Provinces and the States. The Resolution of the Industries Conference 
has requested the Central Government to investigate how far and in what 
manner these industries can be co-ordinated and integrated with large-scale 
industries. The Government of India accept this recommendation. It will 
be examined, for example, how the textile mill industry can be made comple¬ 
mentary to, rather than competitive with the hand loom industry, which is the 
country’s largest and best organised cottage industry. In certain other lines 
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of production, like agricultural implements, textile accessories, and parts of 
machine tools, it should be possible to produce components on a cottage-indus¬ 
try scale and assemble these into their final product at a factory. It will also 
be investigated how far industries at present highly centralised could be 
decentralised with advantage. 

The Resolution of the Industries Conference has recommended that 
Government should establish a Cottage Industries Board for fostering of small- 
scale industries. The Government of India accept this recommendation and 
propose to create suitable machinery to implement it. A Cottage and Small- 
scale Industries Directorate will also be set up within the Directorate General 
of Industries and Supplies. 

One of the main objectives will be to give a distinctly co-operative bias 
to this field of industry. During and before the last war, even a predominantly 
agricultural country like China showed what could be done in this respect 
and her mobile industrial co-operative units were of outstanding assistance 
in her struggle against Japan. The present international situation is likely 
to lessen to a marked degree our chances of getting, capital goods for large- 
scale industry, and the leeway must be made up by having recourse to small- 
size industrial co-operatives throughout the country. 

9. The Government, however, recognise that their objective, viz. securing 
the maximum increase in production will not be realised merely by prescribing 
the respective spheres of the State and of private enterprise in Industry; it is 
equally essential to ensure the fullest co-operation between labour and 
management and the maintenance of stable and friendly relations between 
them. A Resolution on this subject was unanimously passed by the Industries 
Conference which was held in December last. Amongst other things, the Re¬ 
solution states : 

“.Tho system of remuneration to capital as well as labour must be 

so devised that while in the interests of the consumers and the 
primary producers, excessive profits should be prevented by suitable 
methods of taxation and otherwise, both will share the product of 
their common effort, after making provision for payment of fair 
wages to labour, a fair return on capital employed in the industry 
and reasonable reserves for the maintenance and expansion of the 
undertaking. 5 ’ Government accept this Resolution. They also 
consider that labour’s share of the profits should be on a sliding 
scale normally varying with production. They propose, in addition 
to the over-all regulation of industry by the State, to establish 
machinery for advising on fair wages, fair remuneration for capital, 
and conditions of labour. They will also take steps to associate 
labour in all matters concerning industrial production. 

The machinery which Government propose to set up will function at 
different levels, central, regional and unit. At the Centre, there will be a Central 
Advisory Council, which will cover the entire field of industry, and will have 
under it Committees for each major industry. These Committees may be split 
up into sub-committees dealing with specific questions relating to the industry, 
e. g. production, industrial relations, wage fixation, and distribution of profits. 
The regional machinery under the Provincial Governments will be Provincial 
Advisory Boards which, like the Central Advisory Council, will cover the entire 
field of industry within the province; they will have under them Provincial 
Committees for each major industry. The Provincial Committees may also be 
split up into various sub-committees dealing with specific questions relating 
to production, wage fixation and industrial relations. Below the Provincial 
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Committees will come the Works Committees and the Production Committees 
attached to each major industrial establishment. 

The Works Committees and the Production Committees will be bipartite in 
character, consisting of representatives of employers and workers only, in equal 
numbers. All other Committees will be tri-partite, with representatives of 
Government employers and workers. 

Government hope that the machinery proposed will substantially reduce 
the volume of industrial disputes. In the case of unresolved conflicts, 
Government trust that management and labour will, in their own interests 
and in the large interests of the country, agree to settle them through recog¬ 
nised channels of conciliation and arbitration, which will be provided by Go¬ 
vernment. The Industrial Relation Machinery, both at the Centre and in the 
Provinces, is being strengthened, and permanent Industrial Tribunals are 
being established for dealing with major disputes. 

The Government of India are also taking special steps to improve industrial 
housing as quickly as possible. A scheme for the construction of one million 
workers houses in ten years is under contemplation, and a Housing Board is 
being constituted for this purpose. The cost will be shared in suitable propor¬ 
tions between Government, employers and labour, the share of labour being 
recovered in the form of a reasonable rent. 

In order to ensure quick decisions on the various matters arising out of 
the Industrial Truce Resolution, Government are appointing a special officer. 

10. The Government of India agree with the view of the Industries Con-> 
ference that, while it would be recognised that participation of foreign capital 
and enterprise, particularly as regards industrial technique and knowledge, 
will be of value to the rapid industrialisation of the country, it is necessary 
that the conditions under which they may participate in Indian industry should 
be carefully regulated in the national interest. Suitable legislation will be 
introduced for this purpose. Such legislation will provide for the scrutiny 
and approval by the Central Government of every individual case of partici¬ 
pation of foreign capital and management in industry. It will provide that, 
as a rule, the major interest in ownership, and effective control, should always 
he in Indian hands; but power will be taken to deal with exceptional cases in 
a manner calculated to serve the national interest. In all cases, however, the 
training of suitable Indian personnel for the purpose of eventually replac¬ 
ing fore ign experts will be insisted upon. 

11. The Government of India, are fully alive to their direct responsibility 
for the development of those industries which they have found necessary to 
reserve exclusively for State enterprise. They are equally ready to extend their 
assistance to private or co-operative enterprise in the rest of the industrial 
field, and in particular by removing transport difficulties and by facilitating 
the import of essential raw materials to the maximum possible extent. The- 
tariff policy of Government will he designed to prevent unfair foreign competi¬ 
tion and to promote the utilisation of India’s resources without imposing un¬ 
justifiable burdens on the consumer. The system of taxation will be reviewed 
and readjusted where necessary to encourage saving and productive investment 
and to prevent undue concentration of wealth in a small section of 
the population. 

12. The Government of India hope that this elucidation of their intentions 
on fundamental aspects of industrial policy will remove all misapprehensions 
and they are confident that a joint and intensive effort will now be made by 
labour, capital and the general public, which will pave the way for the rapid 
industrialisation of the country. 



26 

ANNEXURE IV (Para. 18). 

Statement showing F. 0. R. cost per ton of Coal produced from Railway 

Collieries. 


Name of Colliery 




Figures verified 
by C. C. A. 
1946-47 

Figures not yet 
verified by the 

C. C. A. 1947-48 







Rs. 

AS. 

F 

Rb. as. p. 

Giridih 






19 

3 

11 

15 13 3 

K argali 






8 

11 

5 

8 8 11 

Bokare 






7 

9 

9 

7 4 2 

Jarangdih . 






23 

10 

5 

46 13 3 

Sawang 






12 

11 

11 

10 11 5 

Bhurkunda 






13 

6 

0 

12 15 1 

Argada 






14 

0 

8 

12 14 6 

Kurhabares ' 






21 

4 

9 

14 8 10*4 

Serampore . 






17 

3 

1 

17 1 2*3 

Talcher 






12 

3 

0 

15 0 6 

Duelbera 






13 

6 

5 

18 3 2*3 

Kuraaia 

• 


* 



12 

0 

3 

7 8 11*6 
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